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Thirty-six subway cars built by Montreal Locomotive 

Works, Limited are now operating in Toronto. The 

company is the first Canadian builder of rapid transit 
cars in Canada. 
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FINANCIAL FACTS IN BRIEF 


1962 1961 


(ILoss) ;belore: taxes See = cease ee eee $ (659,000) 
lincome: taxrecoviera Dl Ce ee 226,000 
Net adjustments.20ce0.- 74s. eee ee 252,000 
(Loss) attertaxes Rams tere tree sence nt erer (181,000) 
(Loss)*per shate ss ngage et ere, ee (.26) 
Dividendstontcom«montstoc aaa eens 700,000 
Dividends per share on common stock................ 1.00 
Earned Surplus iio tecect certs ater ere eee ee er 9,393,000 
Payrolls and various social security plans............ 2,256,000 
Average nuimbermoremploycesis ye mane a7 1 
Additions to property, plant and equipment........ 675,000 
Deprectation::.¢..5.¢ ates ener ne ee 349,000 
Net: workingycapital ts. eee ee nee 8,860,000 
Number of shareholders... eee SHS 


ANNUAL REPORT OF THE DIRECTORS 


TO THE SHAREHOLDERS: 


Operations for 1962 resulted ina net loss of $596,000 equal to 85c per common 
share. This result is comparable to the loss of $181,000 or 26c per share in 1961 
representing a total loss of $659,000 in that year prior to the deduction of an 
amount of $478,000 in income tax recoverable and net adjustments. Similar 
credits were not available to the Company in 1962, but the loss sustained in the 
year may be used to reduce taxes on income in future years. 

The loss was very disappointing in a year which at its beginning gave every 
indication of being a profitable one based on orders on hand and scheduled for 
production in 1962. While production of the order for 70 diesel-electric locomotives 
for Argentina was resumed late in 1962, the extraordinary circumstances associated 
with this order delayed the shipment of any of the units, all of which would other- 
wise have been completed before the year end. This interruption together with an 
unavoidable delay of nine weeks in the manufacture of 10 locomotives for Brazil, 
caused by a supplier’s strike, were the main contributing factors to the loss for 
the year. 

While total shipments for the year showed a considerable improvement over 
the very low volume in 1961, a large part comprised entirely new products, con- 
sisting mainly of rapid transit cars and freight cars. The contribution to profits by 
these products was minimized by the higher costs usually associated with new 
product lines until learning periods have been completed. 

In addition to the 10 diesel-electric locomotives for Brazil, a total of 7 units 
were delivered to domestic customers. No orders were received from the larger 
Canadian railways. Production of the 36 rapid transit cars for the City of Toronto 
was almost entirely completed with only a small carryover into 1963. 

Service operations, including the rebuilding of locomotive components and 
the supply of replacement parts, were higher in 1962, as a result of the increased 
requirements of the Canadian railways, and spare parts accompanying the loco- 
motives to Brazil. 

In the thermal products field, shipments of feedwater heaters and other heat 
transfer equipment remained steady in comparison with 1961 volume. Price levels 
in some instances were unsatisfactory due to severe competition. 

Shipments of steel mill equipment and other miscellaneous fabricated steel 
items were made during the year; however, the volume was only slightly higher 
than the low level in the previous year. . 

Deliveries of pumps and spare parts manufactured under the agreement with 
Goulds Pumps, Incorporated, again showed an improvement over the preceding 


year. 


FINANCIAL REVIEW 


Operations for the year include an amount of $357,000 for depreciation, as 
against $349,000 in the prior year. 

Expenditures of $212,000 for additions to plant and equipment were lower 
than the $675,000 expended in 1961 due mainly to the postponement of certain 
items to 1963. 

Dividends for the year amounted to 80c per share, consisting of 25c in each 
of the first two quarters and 15c in both of the last two quarters, as against 25c in 
each quarter or a total of $1.00 in 1961. The dividend which was maintained despite 
the losses in 1961 and 1962 was reduced in the last two quarters to conserve required 
working capital. 

Working capital of $7,867,000 at the year end compares with $8,860,000 at 
December 31, 1961, a reduction of $993,000. The reduction resulted principally 
from the net loss of $596,000, dividends of $560,000, expenditures for plant and 
equipment $212,000 less the depreciation of $357,000. 


OUTLOOK 


The Company’s current backlog of $33,000,000 shows an increase over the 
$23,000,000 at the same time last year. 

The backlog includes the order for 70 diesel-electric locomotives for Argentina 
valued at approximately $14,000,000 which was received at the end of 1961. Also 
included is an order for 80 diesel-electric locomotives valued at approximately 
$16,000,000 which your Company was successful in obtaining from Mexico. As in 
the case of the Argentine order and the one recently completed for Brazil, the 
order for Mexico is being financed under long-term credit facilities made available 
by the Canadian Government. The Company gratefully acknowledges the sustain- 
ed effort and assistance of the representatives of the Government departments 
concerned, both in Canada and in foreign countries. Without the financing facilities 
and the assistance rendered these orders would not have been possible. The dif- 
ficulties with the Argentine order having been overcome, the complete delivery of 
this order is scheduled for 1963. The delivery of the units for Mexico is also expected 
to commence in 1963 with final shipments in the early part of 1964. 

Your Company’s strong sales efforts in foreign markets have been successful 
and it intends to pursue vigorously additional business in this field. The securing 
of such orders is, of course, contingent upon the availability of long-term export 
financing. 

With the completion of the order for 36 rapid transit cars for the Toronto 
Transit Commission, MLW has proved itself a successful builder of these cars, and 
is closely following developments in this field throughout Canada. 

Of important interest for the coming year is MLW’s entry into the manufac- 
ture of diesel engines for locomotives and for stationary and marine purposes. 
These were formerly manufactured by another Canadian company under license 
agreements with MLW and Alco Products, Incorporated. 


It is anticipated that sales of replacement diesel locomotive parts and rebuild 
service, which will include spare parts for foreign locomotive orders, will be at 
much higher levels in 1963. 

Orders on hand for heat transfer equipment for the petroleum refining indus- 
try, the thermal electric generating industry, and for the Candu nuclear power 
plant, will enable your Company to increase volume compared to 1962. 


INCREASE IN AUTHORIZED CAPITAL 


The shareholders will be asked at a special general meeting to be held on April 
26, 1963 to sanction a by-law providing for an increase in the authorized capital 
from 700,000 to 2,000,000 common shares, without nominal or par value. The 
purpose of this increase is to provide shares in the treasury of the Company readily 
available for allotment and issue if and when deemed advisable by the Board of 
Directors in the interests of the Company, thus precluding delays which might 
prevent the Company from taking advantage of any future opportunities to expand 
its activities or to strengthen its position. 


CHANGES IN DIRECTORS AND OFFICERS 


Mr. Perry T. Egbert, Chairman of the Board, retired from that office and the 
Board of Directors on April 27, 1962. Mr. Egbert was elected a Director in 1950 
and in 1952 was appointed President, which office he held until 1954 when he was 
elected Chairman. The Company gratefully acknowledges the devotion which he 
has shown in the fulfilment of his duties and the invaluable guidance which he has 
given to the management of the Company. 

Mr. William F. Lewis was appointed Chairman of the Board on April 27, 1962 
to replace Mr. Egbert. 

Mr. John J. Norris, Vice-President, Comptroller and Treasurer was appointed 
a Director of the Company on March 2, 1962. 

Mr. Robert W. White, a Director of the Company since 1958, did not stand 
for re-election at the last Annual Meeting. The Board sincerely appreciates the 
benefit of his counsel as a member of the Board. 


EMPLOYEE RELATIONS 
The labour agreements with the hourly-rated and staff employees, which were 


signed October 26, 1959, expired on October 26, 1962. The Company is at present 


negotiating new agreements. 
CONCLUSION 


__ The Company’s Balance Sheet as at December 31, 1962, and related statements 
of Profit and Loss and Earned Surplus for the year, together with the Auditors’ 


Report to Shareholders, appear on the following pages. Comparative figures for 
the previous year also are included. 

The Board expresses its deep appreciation for the successful co-operation and 
continuing efforts of its officers and employees, and for the strong support of 
shareholders and customers. 


Respectfully submitted on behalf of the Board. 


WituiaM F. Lewis, 


Chairman of the Board 


Henry VALLE, 


President 


MONTREAL LOCOMOTIVE WORKS, LIMITED 


STATEMENT OF PROFIT AND LOSS 


For the Years Ended December 31, 1962 and 1961 


1962 1961 
(Poss) trom! operations: ..4:6.6.ce.cicus, Sea eee shed Wa: $ (649,691) $$ (857,972) 
Theome from ti VEStiMeNtS. oni cnccs.ccarerssescss es eesedceddenccnen 53,863 199,106 
$ (695,828) $$ (658,866) 
Incomertax tecovetable’ — loss catry-back.......c:ccsseractevun: = 226,000 


(ois ME ea A re ream ise est suena eeccas casa foon en mvt $ (595,828) 


Net adjustments arising from over-provision of prior years’ 
provision for income taxes and other liabilities.................. = 


$ (432,866) 


252,000 


(oss) simeliiding met adjustments. 22. cccceseces-<. 20 teenarsiesecleehencas: $ (595,828) 


$ (180,866) 


Note: Included in the charges against income from operations are: 


Depreciation....... Pts ere ae cee ee Ne $ 356,751 $ 348,950 
Remuneration of executive OffMcers...........0.c0cccccecceeeeeees 79,800 85,825 
Wirectors fECSi.... cues. ceesee. x eee ee ae 12,867 14,100 
Legal fees and expenses... : ase 14,476 14,004 
STATEMENT OF EARNED SURPLUS 
For the Years Ended December 31, 1962 and 1961 
1962 1961 
Pee C SMC DIUS At ARUIALY: Leics ccacaisecconsparier nernvarsreruas earoan es $9,392,993 $10,273,859 
(WeOss Mn C MICs Mle Gael USEMEICS oc pc pheceny sacssvepeneropesavaniaryceccears (595,828) (180,866) 
$8,797,165 $10,092,993 
Dividendstonicomimon stocker tee metne eset een 560,000 700,000 
($.80 per share 1962; $1.00 per share 1961) 
Earned surplus at December 31............ Pert An ened $8,237,165 $ 9,392,993 


ASSETS 


CurRENT ASSETS: 


etn Deposits: oats ee aca mare eee an eee ae 


Accounts and notes receivable, less allowance for doubtful 


accounts: (Note*l). sical eee ree 
Income tax recoverable 


Inventories, at lower of cost or market, less reserve.............. 


Total Current Assets 


INVESTMENT IN SUBSIDIARY CoMPANY, at cost 


Fixep Assets, on basis of cost: 
$ 32,999 


Buildings, machinery and equipment........ 


Less: Accumulated depreciation 


PREPAID EXPENSES AND DEFERRED CHARGES........00. sccseeeeeereeees 


99225293 


December 31 


MONTREAL L0OCOMG 
BALANCE SHEET AS AT DE‘ 


December 31 


1962 1961 
§ 397,263 $ 345,635 
1,500,000 3,100,000 
3,315,729 1,747,906 
= 226,000 
6,519,278 5,874,412 
$11,732,270 $11,293,953 
$ 5,000 $ 5,000 
9,955,252 9,829,402 
6,743,910 6,458,638 
$ 3,211,342  $ 3,370,764 
617,128 626,443 
$15,565,740 $15,296,160 


Notes: (1) Accounts and notes receivable at December 31, 1962 include $513,477 not maturing 
within one year, Accounts payable at December 31, 1962 include $101,880 not payable 


within one year. 


(2 


WH 


On filing income tax returns for 1960 and prior years, the Company claimed for Federal 


tax purposes amounts for depreciation and past service pension costs in excess of the amounts 
charged to operations. This results in a provision for income tax in excess of the taxes 
otherwise payable and these provisions included in “‘Deferred Taxes on Income’ are 
applicable to those future periods in which the amounts claimed for depreciation and past 
service costs may be less than the amounts charged to operations. 
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Bree WORKS, 
MBER 31, 


16 tI EES) 


19602 AND 1961 


LIABILITIES AND SHAREHOLDERS’ OWNERSHIP 
December 31 


CurRENT LIABILITIES: 


Tiwi emalsspa va ble! sees. 28 eeteeesr. 45 a vas, tte gans mapa aestee ceco eas 
Necaumiswpaya Dicu(INOLE! | iy msc skeen see Veeck sees 
Weetued payroll and other Expenses... cc.e-aeceecieecness sarees 


Advances received on contracts 


Moala@unrentaletabiliticsw eee eee ee 


DeErEeRREp AXES ON INCOME (Note 2)... c.cc-ccsccerasssseterseestencess 


SHAREHOLDERS’ OwNERSHIP: 


Common stock, without nominal or par value 
700,000 shares authorized and issued...................00.00040++ 


PORE Ce COUT UL Seamer eae ade rs eee Herts ar ftaaeatek yeska crates Sau 


December 31 


1962 1961 
$ 105,000 $ 175,000 
1,963,692 1,762,346 
493,945 497,021 
1,303,040 = 


$ 3,865,675 


$ 2,434,367 


$ §©462,900 


$ 468,800 


3,000,000 3,000,000 

8,237,165 9,392,993 
$11,237,165 $12,392,993 
$15,565,740 $15,296,160 


Signed on behalf of the Board: 


WiiuraM F, Lewis, Director 


Henry VAtce, Director 


UL 


AUDITORS’ REPORT 


DELOITTE, PLENDER, HASKINS & SELLS 
CHARTERED ACCOUNTANTS 


MONTREAL § TORONTO HAMILTON — WINDSOR ois ST TAMESTET EEN Tren 
WINNIPEG REGINA CALGARY EDMONTON 
PRINCE GEORGE VANCOUVER MONTREAL 1, CANADA 


To the Shareholders of 
MONTREAL LOCOMOTIVE WORKS, LIMITED 


We have examined the balance sheet of Montreal Locomotive Works, Limited as at 
December 31, 1962 and the statements of profit and loss and earned surplus for the year ended 
on that date and have obtained all the information and explanations we have required. Our 
examination included a general review of the accounting procedures and such tests of ac- 
counting records and other supporting evidence as we considered necessary in the circum- 
stances. 


In our opinion and according to the best of our information and the explanations given 
to us and as shown by the books of the company, the accompanying balance sheet and state- 
ments of profit and loss and earned surplus are properly drawn up so as to exhibit a true and 
correct view of the state of the affairs of the company as at December 31, 1962 and the results 
of its operations for the year ended on that date, in accordance with generally accepted ac- 
counting principles applied on a basis consistent with that of the preceding year. 


We report that the accumulated loss of the subsidiary not consolidated amounting to 
$26,400 has not been taken into account in the attached statement of profit and loss, 


Veen k Leces) 


Chartered Accountants 


January 25, 1963. 
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This 1800 h.p. road switcher locomotive loaded on a flat car was 


part of an order 


placed with Montreal Locomotive 
Companhia Siderurgica Nacional, Rio de Janeiro, Brazil 


Works by 
The 


locomotive is shown in a plastic ‘‘cocoon” used for protection against 
heat, moisture and abrasion during shipment. 


MLW SERVES THESE MARKETS 


TRANSPORTATION 
Diesel-electric locomotives 
Rapid transit cars 

Freight cars 


Locomotive renewal parts 
and services 


Steel tires 


PETROLEUM REFINING 
Heat exchangers 

Pressure vessels 

Condensers 

Reboilers 

Towers 


Pumps 


CHEMICAL PROCESSING 
Heat exchangers 

Pressure vessels 

Towers 


Pumps 


STEEL 
Blast furnace components 


Rolling mill machinery and 
components 


Pumps 


PULP AND PAPER 
Machinery and equipment 


Pumps 


MUNICIPALITIES 
Water and sewer pipe 


Pumps 


POWER 
Feedwater heaters 
Evaporators 
Penstocks 
Welded steel pipe 


Pumps 


INLAND WATERWAYS 
Lock gates and machinery 


Welded steel pipe 


GENERAL 
Plate fabrication 
Machine work 
Weldments 


Pumps 


nw 
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